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»  SECTION I, SUMMARY OF 'PAR EAST TREMDS AND DEVELOPMENTS

The Kremlin may de prspared to foreastall UNGA recognition of the South
Korean rogime by proposing a "federatioh® of thé two competing "National"
governments (page 5)« Presidemt Rhes has undertaken drastis oounter-
moasures against forces opposing his govermment (page 6). :

Serious Japanese trade diffioulties are being ceused by US interest
(page 6)9 A olimax is approaching in Japanses lepislative efforts to
dolimit trade union righte in the oivil service (SECTION III, pege 18).

In China the military eituation of the National Government has beocme '
exeeedingly aritical as the result of recent defents (page 7). The
Chinese Communists are emphasizing urban edministration as part of their
drive to take over large ocities {page 7). The long-standing deedlock in
8inkieng betwesen Chinese offiolals and pro-Soviet dissidents may soon be
resolved through Sino-Soviet negotintions (page 7). .Loas of ths Kailan
coal mines to the Communists would sharply curtail Natiomalist China's
dwindling industrial capacity (page 8)o

In Sian P”remj.ﬁr Phibul is demonstrating nis ability to strengthen his :
position (pago 10)s '

I3 Indochina the French appear to be preparing for another fall military :
offensive (page 10). Meadwhile in Paris Ambessador Caffery haa roiterated
the US poeition regarding spsoific ECA aid for Indochina (pege 10).

WOTE: In succeeding sections of this Veekly, s Tollowing marginal
notations are used: ' :

(1) Double msterisk (e+) -~-placed at beginning end end of
~ information besed soleldy on "8/8 distribution” series.

(2) sSingle moteriek (») -=to fleg item containing "S/S
distribution® series,

(3) "A", "B", or "C" ~-importance, in B/FE's opinion, of the
item, with "A" repressnting the moat important ones.
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SUIRY (contimusd)

The Republic of Inlonesia ars to hawe been succeasful in its
military drive apainet Commmist {(pege 11)o The acceptance of the US
plan by both the Dutoh and Indonedians paves the way for resumption of
GOC negotiationse

In Burma tension between Burmens and Earenms is incressing (pare 12)o

An adverge renctdon is exnected in the Philippines to a US decision
%o disband the Philippins Scouts (page 13)e
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SECTION I, DBVELOPMENTS IN SPECIFIED AREAS
GENBRAL

L

Kremlin may propose compromise on Korea at UN ’ ‘ N\l

The Soviet UX delogation may make a comoiliatory proposal when the
Korean problem is presented to the ourrent UNCA session, It is aconsidered
probable that the Kremlin is prepared to forestall UNGA recognition of the
South Korean ' an ostensible comcession in the form of & proposal for
the "federation® of the two competing Korean "rational” govermmentss The
Eremlin doubtless has had no fllusions thab its elaborate efforts to match,
stap-by-step, the development of a new govermment in the south could
succeed in seouring UN recogaition for its puppet regime in the north. It
is more likely that these Soviet moves were 8o timed as to assurs a good
'bargo.in.tn§ position in the forthcqming UNGA disoussions of the Korean problem.
A Soviet "federation" proposal would be diffioult %o ignore snd would appear
sufficlently conoiliatory to incline many member rdationd toward delaying a
final UNCA deoision on anpther delicate situation in which it cannot
effectively intervene, aggwid this point of view prevail, the Kremlin would
have sucoeedsd ih forcing tie UN to acoord equal recognition %o a governw
nent created in defiance of .its resolutions and to ono oreated under its
augploes., This would have 4 severely damaging offeot on the domestio
prestige of the infant "Republic of Korea" and would leave the Soviet
position unimpaired since there would be almost limitless opportunities for
Soviet obstructionist tactios in eny subsequent negotiations on the prineciples
and procodures of “federation,”

China'e veldtions with other Far Bast countries 4 wph

, Greater Chinese interesst in promoting cordial relations with Far
Eastern countries and in oloser aligmment with the US vis-a=vis the USSR ia
indicated in recont statements by two National Government leaders, Foreign
Mihigber Wang Shih-chich and former Premier Chhng Chung. The Foreign
Minister at the UNGA in Paris sthessed tho importancs to the Far East of &
freo and united Korea, and praised the US and the Philippines for granting
de faocto recognition to the southern Korean regime. Hs wurned outside
countries not to interfere with gelf-dotermination of the pecples of Asia,
at the samo time pointing out Asia's under-representation in the Security
and Boonomio and Sooial Counsilss Chang Chum, in a publio statement on his
return from Japan, approved SCAP's policy in Japan and aseured the Chinese
that Japan wes no longer a military or sconomie¢ threat to China, He urged
the ctreatlion of an Aslatic economic bloe to include Japan and the early
convocation of the Japaneee peace conference. Though speaking in no officiel
oapacity, Chang hes been considered as ecting ms Chiang Kai-shek's alter ego
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GBNERAL (ocontinved)

and his recompendations regarding Japan represent a significant contrast
to the vehement enti-Japancse feoling so frequently manifest in Chima.
However, barring greetly inoreased immediate U8 aid, ocontinuing deteriore-
tion in Nationalist China increases the vulnetdability of the National
Govermment to Soviet overtures to mediate the 9ivil war and tends to
nsutralize any positive and indepesident efforté Chins may make in foreign ‘
relations, . ' . f

Now Siamese policy visen-vig French Indoshina implemented "B"

The recent visit of e Siame§e militery and friendship mission %o
Saigon has apparently resulted il & pew Siamdse policy of coopersation with
France vis-e-vis Indochina, Although support for Indochinsse "free® movee
ments in Siem was withdrawn af'ter the assumption of power by the Phibul
regime, little was done to inhitdt the activities of these refuges groups.
Bince the return of the missior., however, the Siemsse police have been
orderod to deny the right of se~entry to Indochinese refugees who leave
Siam and attempt to retwurn. ‘lorecver, the Indochinese refugees are chacked
at soveral different places nfter orossing into Siam and now are expressly
prohiblited from holding demsmsitaticns or posseasing arms. Since determin-
ing who are new and returrvd rofugees is difflowlt, the implementation of

. theso new orders may resul.t in the oxelusion of all new refugees from
Indoshina. In addition, Siamese police have bson crossing ints lLao terri-
tory, apparently with Fivanch comsent, end are reported to have gtopped
several food shipments 7;0 Laotian pguorrilies aorogd the northeist border.

The genesia for tals new Siemede policy probably comes frém Siam's
premier, Marshal Phibul, who is. reported to be expecting Frange to return
part (Lanchang) of t's aread retrocdded to Indéching by Siam in 1946, In
May 1948, Premier Pribul publicly ennounced thét Sium had dropped thé
question of ownersvip of the four disputed provinces which Siam %ook by
military action ari Japanese assistance in 1941, This etatement was bee
lieved 2 have bern made in return for early Fremch recognitioh of Phibul®s
netr govermment, !lowever, it would appear that Phibul has been able to
effest a now agroiment,
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has outlined the dif

tailed export sales by Japen, These include such salient factors as: the
GCC cotton agreement which prohibited eales of Japaness cotton textiles in
the US during a periocd most favorable for such sales snd dollar accruals
therefrom; opposition by US textile groups to sales of Japanese cotton
textiles to other areas capable of paying dollare; restrictions on areas
of procurement of raw cotton resulting in incurring dollar costs for
textiles moet of which are marketed in aterling areas; efforts by US ship~
building intarests to relate US and Japaneee selling prices of different
quality of construction and materials; urgent requests by the US Maritime
Commission that US shipping be specified in commercial deals in spite of
SCAP policy to sell FOB Japan and buy CIF Japen; vigorous protests by US
textile machinery manufacturers against the pricing of textile machinery
gold to Indis on the basis of undercutting US price leévels; and opposie
tion to the importation of Japanese processed fish into the US, “including
a formel resolution by a State legislature. ’

The difficulties as to procurement of cotton and szles of cotton
textiles ocutlined by SCAP are being overcome in large part by such actions
as US banking syndicate loans, the revelving fund set up by the US Congress,
the occupied Japan export-import revolving fund, and the vecently concluded
sterling area agreewents providing for sales for sterling. On the other
hand, the pressure of US private shipping and fish products interests,
enhanced by lingering wartime hostility will be major cbstacles which can
be expected to continue for some tims,

In addition, SCAP states that other influences preventing the full
utilization of Japanese resources for application to Japanese economic
recovery or for maximizing foreign exchange income are: the continuocus
contributions to the Korean economy without peimbursements initial open
account sales to China of products badly needed in Japan for which there
1g still outstanding an indebtedness of approximately $7,000,000; and
utilizetion of Japanese resources in implementation of the program of
reparations removals, :

\ Efforts are being mads currently to stimmlate Chinese exports ¢f iren
ore end salt so as to cut down its trede deficit with Jepan, The other
cost items are short-term which will be eliminated within the next couple
of years. ‘
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Approved For Release 2001/08/2§” CIA-RDP79-01082A000100020040-4

ERY



Approved For Release 2001/08/26 : CJpRDP79-01082A000100020040-4
‘ S ET .

apn

'y 2 9 3 COUNLOT NS REIAL S QLN Y L OES
gopoging bis governpent. It is probable that no real revolutionary
threat exists but that Rhee is motivated by & desire to gtifle growing
popular opposition. In any event, his aotions will serve to make the
brewing pelitical crisis more acute and may precipitate a showdown
botwesn the opposing political forces before Korea's case ie disposed
of by the UN, Rhee’s Kinister of Home Affairs claims, by the arrest
of the reputed ringleaders in Ssoul, to have frustrated an alleged
rightist plot to overthrow the government, Three leftist newspapers
have been closed, and tventy editors and newspaper staff members of
various Seoul papers have been charged with fomenting revolution by
the publication of "misleading" news.

e Loxvi:

X-

Widespread opposition to Fhee's policies, ovident both in the
Hational Assembly end in the Seoul press, has been spawned by his
wnpopular stand in favor of an effective rice collection bill, his
controversiel Cabinet appoiniments, and general apprehension over his
Proad constitutional powers. ‘

Rhea's Police’ action against rightist and moderate political
opponents, suppression of the critical Seoul press, and vetec of the
Assembly’s Tice collection bill will only serve to unite the oppositicn
groups in the Assembly who have been plenning an anti-Bhee coalition to

effect constitutional changes reducing the President's power,
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CHINA

" The National Goverpment's military position is fexceedingly critical™ np®
es & result of severs military roverses suffered during the past wesk. ¥
Successive Communist sttecks outiing through the Chinhsien-Hulutao area
of the Jehol=liamoning corrider against tho troops of ¥U Tso-yi and FAN
Hap-ohieh have isolated Nationelist units, thereby setting the stage
for their annihilation. Concurrently Communists ere attacking the EKwelsui-
Tatung sector foreing FU Tso-yl to move his troops wesl to protect the
vital Peiping~Suiyuan Railroad thereby weakening the Peiping-Tientsin
sector., Following the fall of Tsinan nine Red columns wers released
for further operationa., Iour of these columns are now reported moving
south, possibly toward Hsuchou. This force constitutes for the Communists
a large strategic reserve which the Government is totally lacking in
any sector, In Manchuria the Generalissimo ordered the Nationalist
commander WEI Lishuang to air-1ift one army fx¥om Mukden to Chinhsien
but the air=1ift was not completed due to Communist capture of the aire
strip. WkI has also been ordered to move 15 of the remaining 20
divisions defending bukden southwest to aesist FAN Hanechich in his
attempt to hold the corridore WEI Liohuang has so far failed to oarry
out the Generalissimo's orders. Throughout all operational areas the
Communists retain the initiative end capability of concentrating decisive
strength in any ares without sacrificing any of their present positions.
Some US militery observers belleve cessation of large-scale Nationalist
military resistance may only be a "matter of time."

The Chinese Communists are pow emphasizing urban adrinistration as Hyn
part of their drive to capture and hold citieso They are intensifying

an effort which has teen developing for goveral months and which contrasts
with their former program almed at rural administrations In capturing
cities they hope to assume control of the Netionalist urban political

and economic machinery unimpaired by offering protection to practically
all elements of the populetion, including foreigners, providing they
cooperate with the conquerorss Their own political cadres are being
trained to go in with the ermy and keop the municipal organs operating
effectively. In connection with their policy toward cities the Comraunists
are also stresslng industrial development and are appealing to private
capital and skilled technicians whose assistence they undoubtedly need.
Their emphasis on cities is an indication of the progress the GCommnistis
are making in carrying out a coordinated military, economic and political
programe

A Sino-Soviet agreement concerning Sinkiang may be forthooming; nan
fhere are signs that the long~standing dendlock between Chineae officials "

‘and pro=Soviet Il1 dissidents in Sinkiang may soon be resolved by au
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undorstanding betweon the USSR and reprossntatives of Gen. CHANG Chih=
chung, top Chiness officlal for Northwest China. The replacement of .
Binkiang Garrison Ccmmwander Gen. SUNG Hei-lien, strongly anti-Soviet

and an sdvocate of rule by force, by Gen. TAO Shiheyueh, & conclliatory
"politiclean~generai” like CHANG Chihechung, suggests that the latter

may be laying the groundwork for an sgreement with the USSR, Recent
reports of a relaxation of the Soviet grip on the Ili area of Sinkiang
suggest that arrangements for Soviet mediation in Sinkiang may’ be underwaye.
Renegotiation of the SinoeSoviet Aviation Agreement may well be included
in such an arrangement, LIU Tse=yung, Foreign Office Commissioner for
Sinkiang who is said to be on excellent 4erms with the Kussians, went

to Alma Ata five weeks ago with authority to negotiate a new airline *»
agreement. le may also be discussing the overall Sinkiang problem with »*
the USSR )

Although there ie precedent for a purely local Sino=Soviet undere
standing in S8inkisng, it is possible that Soviet mediation there at
this time could: 1) broaden into discusgions of all outstanding Sino-
Soviet issues, including the question of coalition wi th the Chinese
Commnista, should the National Government accept a formal offer of
Soviet mediation; or could 2) be one of a series of locel o greements,
should Netionalist China drift into regional warlordism.

Shenghal®s coal supply has resched a dangerous low. No coal shipe e
ments Irom the important Kailan mines hnve besn made since 13 September »
with the result that Shanghai's stockpile is already well helow the
emergency level of 50,000 tons. Furthermore, no coal is expected to
be shipped from the Kailan mines for thres or four more weeks as the
Commnists continue to block the railroad to the port of Chinhusngtao,

The possibility of Communist capture of the mines is incremsed by the **
diversion olsewhsrs of Nationalist troops from eastern Hopei and, in any
case, the Nationalists are incapable of preventing Communist interruption
of the railroad., Since Natlonalist industries and power plants depend **
on Keilen coal for 70% of their requirements, the loss of the mines

will sharply curtail China‘s dwindling industrial capacityeo

Shanghei econcmic control area expsnded. Gene CHIAKG Ching-kuo's new
Jurisdiction has been extended %o cover the provinces of Chekiang,
Anhwel and Kiangsu (including Nenking), an ares comprising, 3n terms ef
the Chinese economy, the richest section of the country in agricultural
end industriel production. This extension would permit supervision of
the source of Shanghai’s food and raw material supplies which recently
have failed to reach the city in sufficient volumes Also the flight of
local hoardings to surrounding areas will now come under CHIANG's purviewo
In spite of this enlarged sphere, price stebilization is expected to

SE@RET
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fail i{n view of the small segment of the total sconomy in which control
msasures are oven remotely possiblec

Gurrengyé?ricas. No signifiocant economio developments attributable
to the of Ts to the Communists have yot been observed, however,
repercussions are expected when the loss of this strategic city is fully
realized, The Shanghai foreign oxchange black market iz still confined
to undercover dealings; meanwhilse, the future stability of the zeold
yuen rests aliwst entirely on the Government!s ability to hold the line
militarily. Shanghai prices changed little during the past week due
- to police measures which have resulted in ccmpressing an alresdy tight
commodity market. The price frecze has retarded the flow of consumer
 goods and raw matorials to the metropolditsn urea while inflationary

idle funds ere beginuning to accumulate, Farrcrs are generelly unwilling

to sell their soods at the low celling prices. However, prices in
uncontrolled cities continue to rise.
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consolidates tion, Tt is believed that Premier Phibul, by "B
a progran of cooperation with France, is endeavar to strength-

on s political position by appealing to Siamese jrpedentism, (See General
itep). If Fhibul swcoessfully engineers the return to Siam of the Lanchang
areg and is able to utilige offactively the recent weakening of his opposi~
tion in Parliament, he can be considered firmly entrenched. Furthermore, the
officlent suppression of an attempted coup dretat on 1 October is evidence
of Phibolis ability to further consolidate his position.

THDOCHINA

Fronch may launch fall offensive. Despite less favorable circumstances "A"
the French appear to be prepd or another military operation in Indochina
similar to the ill-fated offensive of last Octeber. Although replacements
and reinforcements from France nuvbering in the Mlow thousands" are scheduled
to arrive during the month, ssricus equipment deterioration and the low morale
of French military persomel argue against any large scale or successful opera-
tion, Tt is expected that the Viet M¥inh forces in the Tonkin area will be the
main objective, The French cansider the Viet Minh lack of mediscal supplies
and ammnition as vulnersbls wesknesses, However, the French recently have
had serious supply and comminication difficylties of their om, including the
inability to supply a French garrison only ninety miles north of Hanoi, which
has been at half strength because of casualties and tropical illnesses. lack
of swocess in this expected operation may reshlt in a French decision to with-
draw their forces to Cochinchina and Cambodia, .

18 position o ICA aid for Indochina reiterated’. 'In response to repeated pet

Trench requests for direct and speclfic 2id for Indochina, US Ambassador
Caffery in Paris has recently reiterated the S position to French Forasign
0ffice officials, The 1S conelders that substantial nrogress in the direction
of encouraging nationalists in Vistnam to ¢hange their alleplance from the
viet *inh to a non-Commnist side could be made through Assembly lagislation
or some other action which will permit a change in the status of Cochinechina

‘ and by negotiation of supvlementary agreements envisaged in the 5 June Franco-

Vietnamese accord, The Ambassador again indichted the willingnesds of the U'S

to approve publlicly such steps after which assibtanceé would be pgiven to the
French Covernment through IGA gid, In view of the unsettled domestic political
gltustion in France, however, it is doubtful that any positive action will be
taken in the near future which could solve the Indochina nroblem.
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. susoesaful in coping with the Commmnist insurrection (esee map). However
on 30 enbsr troops of the Republican Army (TNI) betook Vadioen where

12 days bafore Commnists led by Soviet~trained !oeso had announced the
formatibn of a Commnist government. Following the f£all &f )adiocen and
several smller cities in its vieinity the main Commnist forces, consiet-
ing of sbout three battalions, are reported to have withdrawn to the moun~
tains southeast of Yadioen. Republican officials estimte that ramants of
Commnist forces will be eliminated in about two months. It is expected,
however, that extremists in the Reptiblic will continue to take advantage of
the serious internal economic diffioultiss inereasingly ageravated by the
Netherlands econemic blockade and the lack of eommnications between

Republican areas,

Aecgﬁba_Tn%e of US plan paves way for resumption of negotiastions, Accept- "AY
anoe of the U egation' & draft agreement on indonesia Ey both the Neth-
arlands and Republican Governuents paves the way for resumption of negotia-.

. tions under the UN Good Offices Committee (60C). The Republic qualified its
acceptance by stating that it reserved the right to take any position in the
gourss of dimcussions on the US paper which it may find desirsble, The Repub-
lic also maintained that the actual resumption of negotiations depends upon
the settlement of three problems: (1) return of a Republican shrine in Batavia
which the Dutch eonfiscated in August; (2) immunity of members and personnel
of the Republican Delegation when in Netherlands-controlled territorys (3) re-
emsideration of an order by Netherlands Indies suthorities that Republican
offiofals and their families leave Batavia. The Netherlands Government has
announced that it will aceept the VS proposals with the same reservations
attachdd by thes Repudblic to its acceptance, wWith regard to the above three
conditions stipulated by the Republi¢, the Netherlands has intimated that it
will adopt 2s coneéiliatory an attitude as possible in return for which the
Nethorldnds expects the Republic to assure full implementation of the Jamary
1948 truce agréement, ineluding suppression of infiltration, stbotage, guer-
rilla activities, and opium smpzgling. : .

Tt is believed that each side has the ability to make the relatively simple
smeessions required by the other in order to resume the negotiations. The
major test will come in the actual negotiations where both the Republicans
end the Dutch will be forced, if a compromise settlement is to be achieved
under the G(C, to alter substantially the poaition taken by them for the
past three years. ‘
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: m&:%w%i Indrensing tension bstween Karens:  "Bn
and Burmans has oped as a result of the recent defection of Karen
military police elements in eastern Burma, Karen leaders and elders,

with a view towards a peaceful and demoeratic settlement of the Karen
autonomy question, are reparted attempting to restrain the more radisal

Karen elements but so far have not been entirely successful, Although no
slashes between Karens and Government forces have yet been reported, Smith-
Dun, the Karen éommander of the Burmese Army, is reported to be less optimis~
tic over the situation. A delicate political balance obteins at presont in
which Premier Thakin Mu camnot do whkthout Smith-Dun and the Karens, This
prevents Thakin Nu from making any compromise with the Communists to whunm

the Karens are unalterably opposed. Should & Burman-¥aren showdown cecur,

it is likely that Smith-Dun and other Karene ir the army would resign and
side with their om people,

PHILIPPINES

‘Adverse reaction e tad to US degision on PhiliFine gqguts. Con~ "B"
siderable adverse reacﬁxon can be expected in the Philippines vhen a US
decision affecting the Philippine Scouts becomes public knowledge. FEmbassy
Yanila has recently bsen instructed to deliver an aide memoire to President
Quirino stating that the US has décided, as a general rule, not to re-enlist
alien members of the Philippine Scouts. (The Philippine Scouts are a unit
of the U'S Army formed early in the century and consisting of Filipino en~
listed men largely under US officers.) This decision was based on traditional
7S policy not fo utilize alien troops and became necessary betause of the
independent atatus of the Philippines, However, Scaits who enlisted in the
prevar period and those who ars American citizens will be given an opportunity
to enlist in the Pegular U'S Army. Disbandment of the Scoute ord & phased basis
is expeoted to be completed by 30 September 1949,

S T
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SECTION Tt}, DIGEST OF IMPORTANT STUDIES AMD ESTIMATES

Japanese govérnment efforts to amend existing civil service legisla-
tion to implement the linmitation of trade union rights for govermmend
exployees suggested in General HacArtinn’s letter to Premier Ashida of
22 July are approeching a climax, Government~GEQ, SCAP negotiations
have elicited general cabinet understanding on the terms of the measure
and an agreement for the coivocation of the extraordinary Diet gession
%o oconsider the proposed legislation commencing 11 October, Pasbage of
the bill in its present form is agsured unless (1) modifications are
forced on SCAP and the Japaness Government by the US Governmont under
pressure from other members of the Far Eastern Commission or (2) Diet
deliberations produce changes acceptable to SCAP,

8CAP's intorest in the passsge of thia legislation stems from his
responsibility for the maintenance of peace and order in Japsn and from
his desire to prevent atoppages in critical government services, particu-
lary those of transportation and communieation, which have in the past
and may in the future threaten Japan's economic recovery, Strike bans
have twice in the past been used to avert specific dangers, In sponsore
ing legislative rather then executive ection SCAP concedes the chronic
character of the threat of labor unrest in Japan which can be expected
to continue until the conditions of economic stability are assured.

In forverding tha revised Nationnl Public Service Law draft which
has his approval, the Supreme Commander notes that following the Soviet
attack on the principles embodisd in his letter of July 22, idealogical
conflict has increased in Japan with menifest encouragement to local
Commundste, General MacArtiur belisves that any public show of lack of
suppurt by the American Govermment would grapoly weaken the US positien
in Japan and throughout ths Far East and render his position extremely
difficult Af not untenable, , ' ,

In view of its promise to sorutinizs Japanese 1eg,iaiaticn on this
subject for comformance with ecoupation objestives, the US Government is
¢onfronted with issue of acespting the draft end defending 1t against
attack in the FEC by use of the veto if necessary or of stipulating that
changes be made wiwh the risk of loss of faes by SCAP,

The draft b11l's torms with regard to the trade union rights of
governuent employees repressnt an sasing of the restrictions which have
obtained under the cabinet order. In contrast with the interim ordinpanecs
which blanketed all government employess with a prohibition of the right

to strike and to bargain collectively, the draft bill recognizes the
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distinction, suggested in General Macirthurts letter, between employment
in government agencies (eivil service) and in goverument-operated enter-
prises, In pursuancs of this distinstion the draft revision provides for
the establishment of public corporations for the governmente-operated rail-
ways and for the tobacoo and other monopolies, The bill would permit
employzes of these corporations to bergain ecllectively, and although main-
the ban on the right to strike would provide arbitration machinery
::il:ear disputes not settled by existing conciliation and msdiation facil~
8.

HNevertheless the draft revisions in the form approved by General -
NacArthur compriee a relatively conssrvative resolution of the points of
issue in the original SCAP letter and the Cabinet order raised by the
Soviet and British Commonwsalth representatives in Tokyo and Washington
and by opponents of the restriction in the Japanese Government, This
draft is not likely to satiefy the demands of the Soviet Unicm which has
dexended an FEC directive recalling SCAP®s letter. As long as the pre-
eminent position of the US im carrying out occupation aims in Japen 1s
recognized Soviet disapproval meed not compel revision of gpecific policy
measures such as this, It remains to be seen, However, whether British
Commonweslth Yepresentatives will consider that the bill's provisions
provide adequate guarantees of trade umion rights., UK, Australia, and
Bew Zealend have no objection to the general denial of the right to
strike on the part of clvil servants, The draft provisions, however,
fail to accord the following rights, to which the British Common-
wealth countries have become accustomed by years of experisnce: the -
right of collective bargaining coupled with the right of appeel to arbi-
tration for all regular eivil servants and the exception of the employees
of government-operated enterprises from no-strike legislation., Provision
in the bill of arbitral procedure of the settlement of disputes arising
with employees of this latter category, howover, may be considered by the
UK, at least, as an acceptable substitute in recognition of a pecularity
(1.0, immaturity) inthe trade wnion situation in Japan, ‘

Whether the Japanese Soclalist Party will accept the present draft

‘depends on left-wing calculations of the political benefit of opposition

status, The limitations embodied in the interim ordinance were a serious
blow to their trade union supporters and greatly embarrased the Socialiats,
Nevertheless, the Soaialists have concentrated their efforts towardes affect-
ing modifications through democratic processes before the passage of perman~
ent legislation., During the period of drafting Socialist ministers obtained
Government agresement on the inclusion of princ¢iples similar to thoes raised
in British Commonwealth representatiens, These prineciples were not included
in the drafts eminating from final conferences between the Japanese Govern~
ment and SCAP,
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It is reported that only consideration of the penal provisions is delay-
ing the full Cabinet agreement expected before the measure is placed before
the Diet, Socialist criticism of those provisions providing for criminal
rather than administrative punishment for violations related to the present
law partakes in part the nature of a delaying sction. Socialist ministers
in order avoid the onus of precipitating the fall of the cabinet by opposing
the governuent?s endorsement of the SCAP-aporoved draft National Public ‘
Service law are swaiting (1) the outcome of the Showa Denko scandal which is
threatoning the life of the Cabinet; and (2) the developmont of US and FEC
reaction to the draft, On the other hand, the Socialists because they (1)
fear the levying of further restrictions on labor by conservative forces
should the Socialisis withdraw from the coalition; and (2) desirs continued
adminigtrative power, are inclined to compromise, On the other hend, they
stand to gain additionsl prestige in Japan if they succeed through inter-
national pressure on SCAP in preéserving for government smployees the widest
possible ephere of trade union rights,
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